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April 13, 2000

American Gilsonite Company
Bonanza Minesite

HC 73 Box 28

Vernal, Utah 84078

Attn: Neldon Kunz, Mine Supt.
Re: Notice of Intent to Commence Mining, Gilsonite Lease ML 851 _ 2
Dear Mr. Kunz:

Think you for your phone call of April 11, 2000, expressing your desire for approval to
commence with the proposed mine plan as submitted to School and Institutional Trust Lands
Administration (“Trust Lands Administration™) on January 10, 2000. The Trust Lands
Administration had delayed its review of the plan pending the outcome of a possible agreement
with Ziegler Chemical (“Ziegler”) for mining of a 100 foot section of the Gilsonite vein which
falls on lands leased to Ziegler Chemical.

The Trust Lands Administration has reviewed your proposed mining plan and has found that it
satisfies the requirements of the Trust Lands Administration.

The initial development of the mine sit will consist of drilling a 200 foot vertical shaft to access
the Gilsonite vein. At the mine shaft site a hoist, head frame, transformer, compressor, fans, ore
bin and other facilities will be put in place to facilitate removal and transportation of Gilsonite.
The proposed area of disturbance created by putting in place the mine support facilities around
the central mine shaft is expected to be 200 feet by 200 feet or .92 acres. Two (2) escape ways
will be constructed approximately 500 to 600 feet distance from the main mine shaft, along the
trend of the vein on either side of the main mine shaft. Each escape way will disturb an area of
approximately 180 feet by 50 feet (18,000 square feet) adding .41 acres of mine related surface
disturbance. Adjacent to the main mine facilities a sediment pond, approximately 50 feet by 100
feet, will be constructed disturbing approximately .11 acres. The total surface disturbance
expected from the proposed mine plan will be approximately 1.44 acres. Access to the main mine
site will be via existing roads which may have to be graded. Altering the course or width of the
existing roads will be considered new surface disturbance and such disturbances will be included
as additional surface disturbances to the proposed mine plan.

The archaeological survey of the proposed mine site (Project U-99-1Q-0401) identified no
significant historical properties and the project has been given clearance to commence by the



archaeological staff of the Trust Lands Administration. Compliance with the State of Utah
Antiquities Act forbids disturbance of archeological, historical, or paleontological remains.
Should archeological, historical, or paleontological remains be encountered during your
operations you are required to immediately suspend all operations and immediately inform the
Trust Lands Administration and the Division of State History of the discovery of such remains.

As acknowledged in you notice approximately 100 feet of the Gilsonite vein you propose to mine
lies within the SE4ANWYNEYNEY: of Section 16 which is held under lease by Ziegler Chemical,
Gilsonite lease ML 47535-OBA. The Trust Lands Administration’s approval to commence with
the proposed mine plan does not grant American Gilsonite Co. access to the surface or
subsurface of any lands held under lease by third parties.

Trust Lands Administration approval to commence does not alleviate the necessity to comply
with the requirements of the Division of Oil, Gas and Mining. The Division of Qil, Gas and
Mining (“DOGM?”) categorizes your notice as a revision or amendment to the existing large mine
operation notice of intent, DOGM case file number M/047/010. Bonding for large mine plan
M/047/010 is held by the Division of Oil, Gas and Mining (“DOGM”). It is the understanding of
the Trust Lands Administration that DOGM will determine the appropriate additional
reclamation bonding, if any, for the proposed amendment to the large mine plan and an amended
reclamation contract will be acknowledged by DOGM and American Gilsonite Company. You
must contact DOGM, and receive their approval before commencing with any development. The
address of the Division of Oil, Gas and Mining is 1594 West North Temple, Suite # 1210, P. O.
Box 145801, Salt Lake City, Utah 84114.

Upon completion of your mining operation all surface disturbances resulting from your
operations on the leased lands will be fully reclaimed to the satisfaction of the Trust Lands
Administration and in compliance with the State of Utah Mined Land Reclamation Act.

Sincerely,

iam M. Stokes
Minerals Resource Specialist



